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AMERICAN INSTITUTE OF ACCOUNTANTS 


MEETING OF THE COUNCIL 


The regular spring meeting of council 
of the American Institute of Account- 
ants was held on April 13th at the offices 


_ of the Institute at 135 Cedar street, New 


York. The following members attended: 


Robert H. Montgomery, president, N. Y. 
Norman L. McLaren, vice-pres., California 
Arthur W. Teele, treasurer, New York 
F. B. Andrews, Illinois 

. Lewis Ashman, Illinois 
R. O. Berger, Illinois 
Arthur H. Carter, New York 
Will-A. Clader, Pennsylvania 
Charles F. Coates, Connecticut 
Charles B. Couchman, New York 
W. Sanders Davies, New York 
Stanley G. H. Fitch, Massachusetts 
John F. Forbes, California 
P. W. R. Glover, New York 
Frederick H. Hurdman, New York 
J. E. Hutchinson, Jr., Texas 
Lincoln G. Kelly, Utah 
E. G. H. Kessler, Missouri 
Paul K. Knight, New York 
John K. Mathieson, Pennsylvania 
Philip N. Miller, New York 
Walter Mucklow, Florida 
John B. Niven, New York 
I. Graham Pattinson, New York 
M. E. Peloubet, New Jersey 
Charles F. Rittenhouse, Massachusetts 
T. Edward Ross, Pennsylvania 
Archie M. Smith, Louisiana 
George M. Thompson, California 
W. R. Tolleth, Virginia 
Edwin H. Wagner, Missouri 
C. O. Wellington, New York 


In addition, Henry B. Fernald, of New 
York, chairman of the committee on 
publication, and Charles H. Towns, of 
New York, chairman of the committee on 
state legislation, were extended the privi- 
lege of the floor. 


The council convened at 10:00 A. M. 
Following the roll call and approval of 
the minutes of meetings held on October 
14th and 17th, 1936, the council voted 
approval of the mail ballot for the elec- 
tion of new members and associates. The 
accounts of the Institute were received 
and the council then considered the re- 
port of the secretary. 


The secretary’s report, following a 
suggestion of the executive committee, 
contained discussion of proposals related 
to the Institute’s activities which had 
been discussed informally in recent 
months and dealt with suggested amend- 
ments to the by-laws. Concerning public 
—— the secretary reported as fol- 
Ows: 


‘“Many members of the Institute have 
expressed interest in the subject of pub- 
lic relations and have suggested various 
ways in which the Institute might make 
itself and the profession more widely and 
more favorably known to the public. For 
example, what is known as institutional 
advertising in selected publications has 
been proposed, as well as radio addresses 
on subjects related to accountancy, and 
possibly retention of some eminent pub- 
lie relations counsel to devise and direct 
an ambitious publicity program. 

‘‘Perhaps it is not generally under- 
stood that the officers of the Institute 
have given a great deal of thought to 
this subject. Public relations is simply 
a term used to describe the efforts of any 
organization to create and maintain 
goodwill at every point where its activi- 
ties may attract the attention of the pub- 
lic. The Institute’s public, so to speak, 
may be divided into the following 
groups: 

(a) Members and associates of the Insti- 

tute. 

(b) Certified public accountants who are 
not members of the Institute. 

(ec) Bankers, credit men, stock exchanges, 
lawyers, government departments 
and others whose work is closely re- 
lated in some way to that of ac- 
countants. 

(d) The general business public, which in- 
cludes present and potential clients 
of certified public accountants. 


‘‘To create and maintain the goodwill 
of the respective groups two things are 
necessary. In the first place, the policies 
and activities of the Institute should be 
acceptable to the several groups con- 
cerned, which is believed to be true at 
the present time. In the second place, 
every available channel of information 
should be used to the full extent to in- 
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form the several groups of what the In- 
stitute is doing in their interests. The 
channels through which efforts are made 
to reach the several groups at the pres- 
ent time are: 


The Journal of Accountancy. 

The monthly Bulletin. 

Special reports and circular letters. 
Addresses by officers and members of 
the Institute before societies of ac- 
countants and business and financial 
organizations. 

5. Special releases to state society presi- 
dents, which often result in publica- 
tion of items in state society bulletins. 

6. Annual and regional meetings. 

7. Individual members of council and of 
the special committee on development 
of the Institute. 

8. Committees on codperation with stock 
exchanges, associations of bankers and 
eredit men, government departments, 
trade associations, and similar bodies. 

9. Technical magazines and trade publi- 
cations. 

10. Newspapers. 

‘Newspapers are mentioned last, in 
spite of the fact that news items men- 
tioning the Institute are rapidly increas- 
ing in volume, because at the present 
stage of the Institute’s development, at 
least, it seems that the goodwill of the 
groups more readily reached through the 
other channels of information is of 
prime importance. 

‘fA conscious effort is being made to 
distribute the greatest possible amount 
of information through all the channels 
which have been mentioned, without di- 
verting money or the energies of the 
staff from constructive activities which 
must be continued if a public relations 
program is to have a sound foundation. 


‘As the revenue of the Institute in- 
creases and the staff is enlarged, the dis- 
tribution of information through all 
channels, including newspaper publicity, 
should be increased in proportion to the 
increase in other activities. 


** At the present time magazine adver- 
tising, use of the radio, or employment 
of public relations counsel might involve 
expense far out of proportion to tangible 
benefits which might be expected. An in- 


tensive publicity campaign of limited 
duration would probably not be as pro- 
ductive as continuous efforts, involving 
equal expenditure, spread over a long 
period of time, as an integral part of 
organization routine. 


‘Quite possibly the expenditure of 
funds to establish a research or statisti- 
eal department might be more advan- 
tageous, from the point of view of public | 
relations, than increased expenditures on 
efforts to obtain additional publicity 
about present activities.’’ 


With reference to the suggested 
amendments to the by-laws, the council 
passed a motion instructing the com- © 
mittee on by-laws to make a study with | 
the view to determining which of the 
suggested amendments might be desir- 
able and report on its recommendations 
to the next meeting of council. The coun- 
cil discussed specific suggestions which 
had been made and ordered that its com- 
ments be transmitted to the committee. 


The reports of the board of examiners 
and of the executive committee were then 
presented and accepted. 


The council was asked whether the 
action of the board of examiners waiving 
application fees in the cases of members 
of state societies of certified public ac- 
countants applying for admission before 
September 1, 1936, should be extended 
to associates of the Institute applying 
for advancement to membership. The 
council resolved that the waiver of ap- 
plication fee be extended to any asso- 
ciate of the Institute who applies for 
advancement prior to September 1, 1936, 
regardless of whether or not he be a 
member of a state society of certified 
publie accountants. 


The reports of the following standing 
and special committees were also ac- 
cepted by the council: committee on 
publication, committee on state legisla- 
tion, and the special committees on 
accounting procedure, commercial arbi- 
tration, codperation with bar association, 
development of the Institute, govern- 
mental accounting, inventories, natural 
business year, public utility accounting 
and federal reserve bulletin. 


| 
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The committee on state legislation pre- 
sented a resolution expressing disap- 
proval of state legislation prohibiting 
public accounting firms from practicing 
under firm names which include the 
names of individuals other than those 
active in the firms. The resolution was 
adopted by the council. Following is its 
text : 

“WHeErREAS, Bills have recently been intro- 
duced in state legislatures which would make 
it unlawful for public accounting firms to 
practice under firm names which include 
names of individuals other than those active 
in the firms, and 

“WHEREAS, There is no known general 
public need or demand for such legislation, 
and 

“WnHeErEAS, The effect of such legislation 
would be to prohibit the following by public 
accountants of a procedure as to firm names 
which is followed in other professions and 
by business firms and which in some eases is 
specifically permitted by statute, and 

“WneEreas, Such legislation would require 
many changes in firm names, might result in 
inconsistent requirements in neighboring 
states and would add to the burdens of busi- 
ness concerns and others who use public ac- 
countants’ reports and would tend to lessen 
their respect and esteem for the accounting 
profession, 

“Br Ir Resoivep, that the council of the 
American Institute of Accountants is of the 
opinion that so-called ‘firm name’ legisla- 
tion of the type hereinbefore described is 
not needed and that if enacted it would be 
detrimental to the best interests of the ac- 
counting profession and of the business pub- 
lie.” 

The special committee on natural busi- 
ness year reported its activities in co- 
operation with the national business 
year council during recent months. 
During discussion of this report, it was 
proposed that each member of the coun- 
cil delegate to some one person in his 
firm the responsibility of ascertaining 
and reporting to the natural business 
year council regarding the fiscal years 
adopted by all clients of each firm. 
Members of council were urged to en- 
courage and support efforts to form local 
natural business year councils in the 
principal cities of the United States. 


There was further discussion of the 
proposal to consolidate the American 
Institute of Accountants and the Amer- 
ican Society of Certified Public Account- 
ants in one organization. This matter 
was referred to the executive committee 
for consideration of means by which the 
matter might be brought to a satisfactory 
conclusion. 

Applications for reinstatement were 
received from several former members 
of the Institute and were approved. The 
following were reinstated as members: 
Ralph F. Grover, of New York; T. Whit- 
ney Iszard, of Elmira, and Harold A. 
Marvin, of Boston. 


The members of council were the 
guests of Robert H. Montgomery, presi- 
dent of the Institute, for luncheon at the 
Bankers Club. 


ASSOCIATION OF CERTIFIED PUBLIC 
ACCOUNTANT EXAMINERS 


Diseussion during the past few years 
of the desirability of an organization of 
state accountancy boards to facilitate the 
interchange of ideas among examiners 
has culminated in the formation of the 
American Association of Certified Public 
Accountant Examiners. Its first officers 
are: E. E. Leffler, chairman, of Buffalo; 
Claud F. Harmon, vice-chairman, of 
Prescott; and Robert Miller, secretary, 
of Louisville. 

A notice of the formation of the new 
organization was sent to state boards on 
April 1st, including a statement of the 
events leading up to the formation of the 
association and a copy of a constitution 
and by-laws, which has been drafted. 


The association is not affiliated with 
any other organization, but exists inde- 
pendently to ‘‘collect and disseminate 
information concerning examinations, 
standards, legislation or other data of 
interest, between the boards of examiners 
of states, other political subdivisions and 
the possessions of the United States of 
America.’’ 

It is expected that the association will 
meet annually in conjunction with the 
annual meetings of one or the other of 
the national professional organizations. 
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ELECTION OF MEMBERS 


Forty-six applicants for admission to 
the Institute whose election was recom- 
mended by the board of examiners and 
approved by the council at its meeting 
on April 13th have, in the absence of 
protest, been devlared elected by the 
president. Forty of the applicants were 
admitted as members and six as associ- 
ates. 


Following are the new members and 
associates : 


ADMITTED AS MEMBERS 
Thomas G. Aitken, Jr., Philadelphia 
Theodore G. Anderson, San Francisco 
Francis Barrett, New York 
Louis F. Becker, New York 
Edward M. Bleser, New York 
Robert Buchanan, San Francisco 
Lewis A. Carman, Los Angeles 
Edwin B. Cassidy, Los Angeles 
Gardner W. Chase, Boston 
H. Vannoy Davis, San Francisco 
Archibald Fyfe Dollar, New York 
Harry G. Frazer, Monroe, La. 
Charles H. Gale, New York 
Ralph H. Galpin, New York 
William A. Garlick, Sacramento 
Robert F. Goodwin, Richmond 
Ralph T. Hand, Philadelphia 
Harry A. Hathaway, Detroit 
E. John Hilkert, Phoenix 
Sumner E. Hippensteele, Cleveland 
Edward B. Jordan, San Francisco 
Arthur W. Kettenburg, New York 
Francis P. Kirk, Boston 
Colin E. St. James MacLennan, Havana 
Leo Mattersdorf, New York 
George B. McCann, New York 
Louis H. Rappaport, New York 
Price G. Righter, Philadelphia 
Orin O. Roundy, New York 
Willard Morse Salter, Rochester 
Roger A. Seebe, New York 
Roy H. Snyder, Philadelphia 
John T. Stapleton, Wilkes-Barre 
Walter R. Staub, New York 
Harry H. Steinmeyer, Philadelphia 
Charles F. Swanson, Philadelphia 
Lewis L. Tanguy, Philadelphia 
Albert L. Wade, Philadelphia 
Horace E. Witman, Philadelphia 
Carl H. Zipf, Philadelphia 


ADMITTED AS ASSOCIATES 


Ted Abramson, St. Paul 

Spencer E. Deal, Indianapolis 
Clifford V. Heimbucher, New York 
William H. Schrader, Buffalo 
James D. Scott, Seattle 

Ralph Wanser, New York 


The total admissions on the correspond- 
ing date of last year was 17, consisting 
of 14 members and three associates. 


An analysis shows that 188 new mem- 
bers and associates, representing 28 
states and two foreign nations, were ad- 
mitted to the Institute during the 
twelve-month period ended on April 15, 
1936. These and the number contributed 
by each are as follows: 

Arizona 

Arkansas 
California 
Connecticut ...................... 
District of Columbia........ 
Illinois 
Indiana 
Towa 
Louisiana 
Maryland 
Massachusetts .................. 
Michigan 
Minnesota 
Mississippi 
Missouri 


we 


OP 


Z 
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Oklahoma 
Oregon 
Pennsylvania .................... 
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Total admissions............ “188 
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ANNUAL MEETING 

Tentative plans for the annual meet- 
ing of the American Institute of Ac- 
countants, to be held at the Baker hotel, 
Dallas, October 19 to 22, 1936, have been 
announced by the committee on meet- 
ings. With this Bulletin there is sent to 
the members and associates a letter from 
the committee and a pamphlet descrip- 
tive of the Texas centennial exposition 
which will be in progress at Dallas at 
the time of the meeting. 

There will be registration throughout 
the day on Monday, October 19th. The 
council of the Institute will meet during 
the morning, and in the evening there 
will be a reception. At an hour not yet 
determined, there will be the usual meet- 
ing of representatives of state account- 
aney boards. 

A meeting of the advisory council of 
stete society presidents will also be ar- 
ranged, but the day and hour have not 
yet been selected. 

The first general session of the meet- 
ing will be held on the morning of 
Tuesday, October 20th, followed by a 
luncheon at the Baker hotel. The general 
session will convene again in the after- 
noon, and in the evening there will be a 
dinner dance at the Baker hotel. 

Wednesday, October 21st, will be de- 
voted to a golf tournament, possibly a 
tennis tournament, and round-table dis- 
cussions. Time will be available on this 
day for visits to the Texas centennial 
exposition. 

It is planned that the last general ses- 
sion will be held on the morning of 
Thursday, October 22nd. In the after- 
noon there will be round-table sessions. 
The annual banquet will be held in the 
evening at the Baker hotel. 

The registration fee has been fixed at 
$8.00 for men and $7.00 for ladies. 

Accommodations will be available at 
the Baker hotel at the following rates: 


Single rooms with shower bath..$2.00 to $3.00 
Single rooms with tub bath........ $3.00 to $5.00 
Double rooms with tub bath......$3.50 to $6.00 


Members of the committee on meetings 
are as follows: Albert G. Moss, chair- 
man, of Dallas; C. F. Milledge, of Hous- 
ton, and Frank L. Wilcox, of Waco. 


The following chairmen of associate 
committees of the Texas Society of Cer- 
tified Public Accountants, have been ap- 
pointed : 

Budget and finance—H. T. Nelson, of 
Dallas. 

Attendance and registration—J. F. 8. Ar- 
thur, of Dallas. 

Publicity—F. F. Alford, of Dallas. 

Banquet and luncheon—Leslie C. Nye, of 
Dallas. 

Reception and entertainment—H. W. 
Goodson, of Dallas. 

General sessions—Frank L. Wilcox, of 
Waco. 

Round-table—L. H. Fleck, of Dallas. 

Golf and tennis—J. C. Harris, of Dallas. 

The Texas Society of Certified Public 
Accountants is to be the Institute’s offi- 
cial host at the annual meeting and is 
cooperating with the committee on meet- 
ings in every way. 


ANNUAL MEETING OF INDIANA 
ASSOCIATION OF C. P.A.'s 


Members of the Indiana Association of 
Certified Public Accountants will hold 
their annual meeting on May 9th at In- 
dianapolis with Robert H. Montgomery, 
president of the American Institute of 
Accountants, as guest of honor and prin- 
cipal speaker. 


ACCOUNTANTS WIN VERDICT 


A New York supreme court justice has 
set aside a verdict for $246,160 against 
a firm of accountants, who were defend- 
ants in the suit, and directed a verdict 
for the defendants, according to an an- 
nouncement in the New York Times for 
April 1st. A bank had sued on the 
ground that the accountants made a 
false report of the condition of a com- 
pany of factors and commission mer- 
chants, on the basis of which the bank 
had lent $300,000. The complaint alleged 
that the report was made ‘‘recklessly, 
falsely and inaccurately’’ and that the 
firm was grossly insolvent when the loan 
was made. The bank sued for the balance 
due on the loan with interest. The court 
ruled that the plaintiff had failed to 
prove fraud. 
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EXAMINATIONS 

As announced in the Bulletin of 
March 16th, the regular spring examina- 
tions of the Institute will be held on May 
14 and 15, 1936, and codperating state 
boards of accountancy will hold simul- 
taneous sessions. The schedule of exami- 
nations has already been announced. 


PUBLICATION OF YEARBOOK 

The 1935 yearbook of the American 
Institute of Accountants was mailed to 
all members and associates during the 
past month. In addition, complimentary 
copies were sent to officers of govern- 
ment departments, the leading national 
stock exchanges, business and profes- 
sional associations in fields allied to pub- 
lie accounting, accredited societies of 
public accountants in foreign nations 
and other similar organizations. 


SUBCOMMITTEES ON DEVELOPMENT 
OF THE INSTITUTE 


APPOINTMENTS 

The recent formation of subcommittees 
by members of the special committee on 
development of the Institute in Indian- 
apolis and New York brings the total of 
such subcommittees in various cities to 
27. The two new committees are as fol- 
lows: 

Indianapolis 

Marshall G. Knox, chairman 

George R. Beeler 

John S. Lloyd 

New York 

Fred L. Main, chairman 

Harold J. Beairsto 

Edward J. Buehler 

Harry A. Leete 

Louis H. Rosoff 

Fred W. Squires 

Fred W. Wulfing 


Changes in the personnel of two sub- 
committees have occurred. Joseph J. 
Skinner resigned from the Dallas sub- 
committee because of his removal to New 
York. C. F. Milledge resigned from the 
Houston subcommittee in order that he 
might devote more time to the work of 
the committee on meetings, of which he 
is a member. Joseph C. Cobb has been 
appointed to succeed Mr. Milledge. 


MEETINGS 

New York 
Discussion of ways in which the In- 
stitute could make itself of greater ser- 
vice to members and associates in New 
York, and of the possibility of adding 
to the membership desirable certified 
public accountants who are not yet mem- 
bers, took place at a luncheon meeting 
of the New York subcommittee at the 
Yale Club, March 27th. The following 
were present: Fred L. Main, chairman, 
Harold J. Beairsto, Edward J. Buehler, 
Louis H. Rosoff, Fred W. Squires, Fred 
W. Wulfing, and John L. Carey, secre- 


tary. 
Newark 

A meeting of the Newark subcommit- 
tee on development of the Institute was 
held at the Downtown Club on April 
6th. The following were present : Harold 
A. Eppston, chairman, Elmer L. Glover, 
Ralph S. Johns and John L. Carey, sec- 
retary. 

Plans were laid for distributing in- 
formation about the Institute among cer- 
tified public accounts in northern New 
Jersey, in order to bring about wider 
interest in the activities of the national 
organization. 

Philadelphia 

On March 19th the secretary of the 
American Institute attended a luncheon 
of the Philadelphia subcommitee on de- 
velopment of the Institute at the Phila- 
delphia athletic club. Those present 
were Frank 8S. Glendening, chairman of 
the subcommittee; A. Karl Fischer, 
chairman of the Philadelphia chapter of 
the Pennsylvania Institute of Certified 
Public Accountants ; Clarence L. Turner, 
former member of the American Insti- 
tute’s special committee on development 
in Philadelphia; Cyril J. McGarrigle, 
Francis R. Small and John C. Parry, 
members of the present subcommittee. 
Will-A. Clader and Joseph J. Pugh, 
also members of the subcommittee, were 
unable to be present because of absence 
from the city. 

The current program of the American 
Institute was discussed and the subcom- 
mittee laid specific plans for a campaign 
of activity on behalf of the American 
Institute in Philadelphia. 
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MEETING OF NEW YORK LECTURE 
AND STUDY GROUP 

The New York lecture and study 
group of members and associates of the 
Institute met on April 15th for discus- 
sion of the bulletin, Examination of 
Financial Statements by Independent 
Public Accountants. 

The discussion was led by Samuel J. 
Broad, chairman of the Institute’s com- 
mittee which prepared the pamphlet. 
The meeting was preceded by dinner at 
the Hotel Victoria. 

Notices of the meetings of this group 
are mailed only to members and asso- 
ciates who have requested it. 


CHARLES L. SWEARINGEN 

Charles L. Swearingen, a charter mem- 
ber of the American Institute of Accoun- 
tants and senior partner of the firm of 
Swearingen & Swearingen, died on 
March 2, 1936, at Cleveland, Ohio, at 
the age of 64. 

Mr. Swearingen attended Western Re- 
serve university, and subsequently was 
assistant treasurer of the city of Cleve- 
land. He practised publie accounting 
continuously from 1909 until his recent 
illness. He was a partner of Nau, Taylor 
& Swearingen and later of Pace, Gore 
& MacLaran. In 1932 he entered into 
partnership with his two sons under the 
firm name of Swearingen & Swearingen. 

Mr. Swearingen was a member of the 
Institute’s committee on nominations in 
the year 1924-25. During 1926-27 he was 
chairman of the committee on bylaws 
and a member in 1929-30. 


JAMES F. WELCH 
James F. Welch, of Paterson, New 
Jersey, a charter member of the Institute 
and senior partner of James F. Welch & 
Company, died on April 3, 1936, at the 
age of 64. Mr. Welch was a certified 
public accountant of New York and New 
Jersey and had served as president of 
the New Jersey Society of Certified 
Public Accountants. He was a member 
of the Institute’s committee on federal 
legislation in the year 1922-23 and of the 
committee on form and administration 

of income-tax laws in 1923-24. 


DISCUSSION OF "EXAMINATION OF 
FINANCIAL STATEMENTS" 


The bulletin Examination of Financial 
Statements by Independent Public Ac- 
countants, prepared by a special com- 
mittee of the Institute, has been recom- 
mended by the directors of the New York 
state society of certified public account- 
ants to the members of the society as a 
presentation of present thought on finan- 
cial statements and accounting proced- 
ures in their eaxmination. A resolution 
embodying this recommendation was an- 
nounced at a meeting of the society on 
March 23rd, at which the bulletin was 
the sole topic of discussion. Following 
is its text: 


“RESOLVED, That the board of directors 
of the New York State Society of Certified 
Public Accountants after review of the bul- 
letin Examination of Financial Statements 
by Independent Public Accountants expresses 
its approval in general of the premises set 
forth in section 1 and of other introductory 
and explanatory paragraphs; that it recom- 
mends the use of this bulletin as a guide for 
the members of the society on audit pro- 
cedures as superseding the previous bulletin 
Verification of Financial Statements revised 
May, 1929; and further, that it recommends 
the aforesaid bulletin to its members as a 
presentation in summary form of present 
thought relating to financial statements and 
accounting procedures in their examination, 
recognizing, however, that changing condi- 
tions may alter the procedures therein out- 
lined.” 


A. S. Fedde, chairman of the society’s 
committee on practice procedure, pre- 
sided over the discussion of the various 
sections of the bulletin. The following 
participated: Samuel J. Broad, chair- 
man; Percival F. Brundage, Frederick 
H. Hurdman, and E. A. Kracke, mem- 
bers of the Institute committee which 
prepared the bulletin, and Rodney F. 
Starkey and Victor H. Stempf, members 
of the society’s committee on practice 
procedure. 


The discussion was followed by ques- 
tions which were answered by various 
members of the two committees. 
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REGULATION OF PRACTICE BEFORE 
FEDERAL DEPARTMENTS 

Senate bill 2512, known as the Black 
lobbyist bill, which was adversely re- 
ported by a committee of the house of 
representatives last year after its pas- 
sage by the senate, has again been passed 
by the senate as a substitute for the 
Smith lobbyist bill known as H. R. 
11663. 

At hearings on senate bill 2512 held 
last July before the house committee on 
judiciary the American Institute of Ac- 
countants was represented by counsel 
who presented a brief in opposition to 
the bill. It was pointed out at that time 
that the phraseology of the bill is such 
that it would apparently require ac- 
countants practising before government 
departments to register with the federal 
trade commission and file detailed infor- 
mation concerning their contracts with 
clients and the performance of their en- 
gagements. The particular phrases which 
would have this effect are as follows: 

‘* Any person who shall engage himself 
for pay....to attempt....to influence 
any such bureau....in the administra- 
tion of any governmental duty so as to 
give any benefit or advantage to any 
private corporation or individual.’’ 

It is the opinion of counsel that these 
phrases would apply to professional men 
enrolled as agents entitled to represent 
slients before the treasury department, 
and possibly to accountants in their rela- 
tions with other government depart- 
ments. 

The American Bar Association was 
likewise represented at hearings on the 
bill before the house committee last year 
and suggested an amendment to the bill 
which in the opinion of the Institute’s 
committee on federal legislation, would 
have eliminated the features adversely 
affecting the practice of publie account- 
ants. 

The Institute’s brief and the amend- 
ments offered by the bar association were 
printed in full in the Bulletin of the In- 
stitute for August 15, 1935. 

The vote to substitute senate bill 2512 
for house bill 11663 was taken on April 
4th. The bill, as passed by the senate, is 
entitled ‘‘A bill to require registration 


of persons engaged in influencing legis- 
lation or government contracts and activ- 
ities.’’ It will now be referred to a con- 
ference committee of the senate and 
house. Counsel for the Institute is fol- 
lowing its progress closely and future 
developments will be reported to the 
membership of the Institute. 


The Smith bill was directed at persons 
attempting to influence legislation and 
was not believed to have any relation to 
accountants practising before govern- 
ment departments. 


INSTITUTE REPRESENTED AT 
PHILADELPHIA MEETING 


The secretary of the American Insti- 
tute of Accountants was a guest at a 
meeting of the Philadelphia chapter, 
Pennsylvania Institute of Certified Pub- 
lie Accountants, at the Manufacturers 
and Bankers club, on March 18th. The 
meeting was preceded by dinner. The 
principal speaker was Leon Metzger, for- 
merly secretary of revenue of the com- 
monwealth of Pennsylvania. 


Prior to the principal address, the see- 
retary of the American Institute was 
introduced and spoke briefly on the 
efforts of the national organization to 
coordinate the activities of the profession 
through close codperation with the state 
societies. He described the formation of 
the advisory council of state society pres- 
idents, which was organized on January 
6th, and pointed out that members of 
state societies could apply for admission 
to the Institute prior to September 1, 
1936, without payment of any entrance 
fees. He also described the work of the 
natural business year council and indi- 
eated how local groups, such as the 
Philadelphia chapter, could codperate in 
the nation-wide effort to induce wider 
adoption of natural fiscal years. 

Mr. Metzger’s address dealt with 
Pennsylvania taxes, principally the cor- 
poration net income and franchise tax 
and the personal property tax. The ad- 
dress was followed by questions which 
occupied the balance of the evening. 


A. Karl Fischer, chairman of the 
Philadelphia chapter, presided. 
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PROPOSED TAX ON UNDISTRIBUTED 
EARNINGS OF CORPORATIONS 

The Institute’s committee on federal 
legislation is studying the report of the 
subcommittee of the ways and means 
committee of the house of representatives 
dealing with the taxation of undistri- 
buted corporate earnings, and is holding 
itself in readiness to consider the provi- 
sions of the bill soon to be introduced, in 
so far as they may relate to accounting 
principle or procedure. If it appears 
advisable, the committee will express its 
views on such matters during considera- 
tion of the bill by congress. 

Having in mind the diversity of 
opinion among members of the Institute, 
the committee will make no official com- 
ment on the political or more general 
economic features of the measure, but 
intends to limit its criticism to matters 
on which certified public accountants, as 
such, may speak authoritatively. 

The committee followed closely reports 
of the hearings on the new tax proposal 
before the subcommittee on ways and 
means, at which representatives of cham- 
bers of commerce and other business in- 
terests expressed their views. 


Meanwhile, the committee has obtained 
from representative members of the pro- 
fession expressions of opinion on the rec- 
ommendations made by the subeommittee 
on ways and means. These are not neces- 
sarily matters with which the committee 
will deal, but it is believed that they are 
of sufficient interest to warrant their 
publication. Following is a brief sum- 
mary of the statements thus obtained: 


Recommendation XX extends certain relief 
measures to corporations which lack sufficient 
accumulated earnings to permit the distribu- 
tion of dividends equal to the adjusted net 
income and to corporations which are bound 
by bona fide contracts entered into prior to 
January 1, 1936, to restrict the payment of 
dividends. As a matter of equity, these re- 
lief measures should also be extended to cor- 
porations which have substantial bank loans 
which it is planned to repay, in whole or in 
part, from earnings. In many cases there is 
an implied contract with the lending bank 
that dividends will not be paid until such 
loans are materially reduced. 
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It is provided in recommendation XV that 
no deduction be allowed for dividends re- 
ceived from other corporations in arriving 
at adjusted net income. This would mean 
that each wholly-owned subsidiary, in order 
to be relieved of the tax on undistributed 
income, must pay all its income to the parent 
corporation. It is likely that, in any situa- 
tion which embraces parent and subsidiary 
corporations where an expansion in volume 
or extension of plant facilities of the sub- 
sidiary is under way, the adoption of the 
recommendations in their present form would 
result in financial hardships and greatly re- 
duced business efficiency. Apparently in 
many cases the only means of avoiding ex- 
cessive tax liability would be through the 
medium of involved readjustments of inter- 
corporate affairs at frequent intervals. 

To subject dividends paid out of earnings 
prior to January 1, 1936, to normal and sur- 
tax, as provided in recom nendation XVI, is 
unwarranted for the reason that such earn- 
ings have already been taxed in the hands 
of the dividend paying corporation. 

There in inequity in the provision of 
recommendation XVII that no exemption 
from tax on the shareholder should be given 
to dividends declared out of earnings and 
profits of a year in which the corporation has 
been subject to taxation under the new plan 
advanced in recommendation XI. Here again 
shareholders would be subject to normal and 
surtax on dividends received out of earnings 
for a year during which the corporation had 
paid a tax on the same earnings as undis- 
tributed income. 

The proposed measure would give unwar- 
ranted competitive advantage to corporations 
which are now firmly intrenched in the mat- 
ter of undistributed surplus and have ample 
eash or marketable securities available for 
dividend distributions. On the other hand, 
corporations which have suffered seriously 
during the depression years or are expanding 
their activities will be at a disadvantage if 
their business is of a competitive nature. 


It is wholly unsound to require all corpora- 
tions to distribute their profits or penalize 
them heavily if they do not do so. I think 
accountants generally do not object to a more 
stringent construction of section 104 and 
would favor an honest attempt to make all 
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corporations distribute earnings beyond a 
reasonable need. The word “reasonable” 
should be construed to prevent all accumula- 
tions which are not necessary for the legiti- 
mate purposes of the corporations affected. 


There is an apparent lack of recognition 
of the special position of certain industries 
which are required to carry large investments 
in inventories over long processing periods. 
Examples of such industries are mining, 
smelting of non-ferrous metals, and manu- 
facturing industries with long processing 
periods, such as the manufacture of leather, 
copper wire and brass goods and the extrac- 
tion and manufacture of petroleum and its 
products. 

Under the present method of inventory 
valuation sanctioned by the treasury depart- 
ment, companies engaged in these industries 
frequently show large and unrealizable profits 
as a result of carrying fixed inventories at 
varying market prices at the close of differ- 
ent accounting periods. 


The plan contained in recommendation II 
appears to be entirely workable from a social 
and economic standpoint, its desirable fea- 
tures outweighing the undesirable ones. 

The provisions of recommendations XIX 
and XX might be taken to indicate an inten- 
tion to raise the normal corporation income- 
tax rate to 224%4%. If this should be re- 
garded as the normal rate, any corporation 
could hold its tax rate down to 2242% by 
distributing 40% of its income in dividends. 

The proposal contained in recommendation 
XV to tax 100% instead of 10% of intercom- 
pany dividends would unquestionably seri- 
ously disturb a great many enterprises where 
it is necessary to have separate corporations 
to operate under different jurisdictions. Its 
effect is somewhat mitigated by the provision 
that the rate of taxation would be automat- 
ically reduced by the declaration of dividends 
by a subsidiary. It is possible that means 
can be devised for avoiding the effect of this 
provision. 

Recommendation XXIV, the windfall tax, 
presents the greatest difficulty in determining 
the amount of income to be used as a base. 
It is doubtful whether any satisfactory 
method can be evolved. 


Current indications are that the extreme 
proposals at first advanced, which implied 
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that taxation would be used to prevent cor- 
porations from making reasonable additions 
to surplus, will not be put into effect. The 
measure as now proposed would allow cor- 
porations to add to their reserves approxi- 
mately 30% of their annual earnings without 
having to pay any greater tax than under the 
present law. The tax payable by corpora- 
tions with taxable incomes of less than 
$10,000 could well be 50% less than they are 
now paying. 

The idea of creating larger corporations 
through investing large amounts of income 
in additional plant is chiefly an American 
idea which has not been followed to the same 
extent in other countries, where corporations 
have been more inclined to declare a large 
portion of their earnings in the form of divi- 
dends. Putting the greater share of business 
income in the hands of stockholders would 
inerease the rate of turnover of funds and 
should help public buying power. In this 
way the proposed measure may ultimately 
have many beneficial effects. 

The provision that dividends received by 
a domestic corporation must be included in 


‘gross income may in some cases, as in the 


case of a wholly owned subsidiary, work out 
to the advantage of the parent company. If 
the subsidiary pays its full profits over to its 
parent, the subsidiary will pay no tax and, 
as the capital-stock tax is also to be abol- 
ished, there will in many cases be a substan- 
tial saving of tax through adjustment of 
dividends rates to taxable income. 

While corporations under this plan may 
not be able to expand as rapidly as in the 
past, there is no reason to fear that the pro- 
posed law will destroy the ability of corpora- 
tions to build up adequate reserves. The rate 
of growth of a corporation may be somewhat 
slower unless it resorts to more extended use 
of bank credit or additional financing. 


The proposed tax will not be burdensome 
to a corporation in such circumstances that it 
can distribute all of its earnings as dividends, 
but the corporation which, having inadequate 
capital, has counted on building a sound 
financial position out of its retained earnings 
would be greatly injured. The proposals dis- 
regard the question of ability of a corpora- 
tion to pay the tax. It must be remembered 
that income is not computed solely on a cash 
basis. For example, taxable income is con- 
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sidered to arise if a corporation repurchases 
its bonds for less than the amount for which 
it sold them. It is difficult to see how it could 
distribute such income to its stockholders, but 
under this proposal, if it did not do so, it 
would be subject to heavy tax. 

A corporation having heavy indebtedness, 
which has managed to survive the depression 
because of the confidence of its creditors in 
its potential earning power, would have little 
chance to escape reorganization or receiver- 
ship. Any profits which were applied to pay 
off such indebtedness would be subject to 
heavy tax which would take precedence over 
rights of other creditors. 


The theory seems to be based on two 
points, first, that in the case of the ordinary 
industrial or commercial organization ac- 
cumulated surpluses escape surtaxes, and, 
second, that at least in the case of larger 
industrial corporations, the accumulation of 
large surpluses tends to centralize too much 
financial power in the hands of the compara- 
tively few men who control these surpluses. 

If a medium-size corporation which has 
not previously built up a substantial surplus 
distributes all of its income in order to escape 
the proposed tax or, alternatively, elects to 
accumulate its income and pay the proposed 
tax, it will soon find itself in a precarious 
position and probably one requiring that it 
borrow money with which to carry on. It is 
obvious that under either alternative the dif- 
ficulty of obtaining loans, unless they are to 
be furnished by the government, will be very 
great indeed. 

On the second point, it is probably true 
that in many instances the power acquired 
by management through the accumulation of 
large corporate surpluses has been abused. 
It is also true, however, in perhaps a major- 
ity of instances, that this power has been 
beneficently used. If it is right to assume 
that destruction of this power is one of the 
objects sought, and if this object could be 
accomplished through the medium of the 
present tax proposals, a like power would 
have to be assumed by the government, with 
_ results which stagger the imagina- 

on. 

If, instead of a punitive tax, the proposal 
were to tax the income of corporations at a 
high rate, say 2214%, but allow the corpora- 
tion a “drawback” of the tax in respect of 


all dividends paid out of the same profits, 
corporations could not well complain. The 
tax on distributed income would be shifted to 
the individual and 77142% of the amount re- 
tained would be allowed to remain in reserve. 

Under proposal XIX the subcommittee 
recommends relief in cases where the corpor- 
ation cannot distribute its entire income due 
to the existence of a deficit and, in recom- 
mendation XX, there is a proposed modifica- 
tion where a company’s dividend policy is 
controlled by contract, but these recommen- 
dations, to my mind, do not go far enough. 
It has always seemed to me to be unsound to 
tax the earnings of each year without giving 
consideration to net losses. In a prior act 
we did have a provision allowing net losses 
to be carried forward for two years. This 
was modified later to one year and, subse- 
quently, abolished. I think the provision for 
carrying forward net losses is even more nec- 
essary under the subcommittee’s proposed 
plan than where corporate profits are taxed 
at a rate as low as, say, 15%. I would even 
go further and suggest that net losses should 
be permitted to be carried forward for a 
period of six years. 


There does not seem to be any sound reason 
for elimination of the normal tax credit on 
account of dividends from earnings which 
have been subjected to a corporate income 
tax. The recommendations do not outline a 
method of taxation for the subsequent dis- 
tributions of earnings which have been pre- 
viously taxed as undistributed income. 

The tax on the undistributed income of 
corporations is a tax graduated according to 
the percentage of the income which is undis- 
tributed. I believe that it is more sound to 
take into consideration capital rather than 
income even though the present method of 
declaring value is retained, provided the law 
permits a correction periodically of such 
declared value. The capital-stock tax could 
be retained at a smaller rate, as, for example, 
50 cents per $1,000.00. 

Generally the recommendations of the sub- 
committee discriminate against companies 
which have followed the spirit or the letter of 
prior laws. For example, if a company has 
failed to distribute earnings in the past, it 
has less need of the so-called “cushion” than 


a company which has consistently distributed 
its earnings. 
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DISCUSSION OF PROPER BASIS FOR 
QUARTERLY REPORTS 


The comparative merits of three-month 
and twelve-month periods as the basis of 
quarterly statements of earnings have 
come into prominence with the recent 
announcement of the stock-list committee 
of the New York stock exchange that its 
policy will be to encourage wider adop- 
tion of the twelve-month basis. The com- 
mittee contended that reports for periods 
as short as three months are likely to be 
more misleading than informative. 

The committee’s announcement was 
followed immediately by criticism from 
financial writers in New York who de- 
clared that quarterly earnings reports 
prepared on the basis of twelve-month 
periods would not reflect current earn- 
ings and that the procedure recom- 
mended by the exchange would result in 
less information for investors. 

Frederick H. Hurdman, chairman of 
the Institute’s committee on codperation 
with stock exchanges, then issued a state- 
ment supporting the exchange in its con- 
tention that reports for twelve-month 
periods are more reliable than reports 
for three-month periods, and suggesting 
further that publication of both types of 
statements each quarter would impose no 
additional burden on reporting com- 
panies and would provide the public 
with full information both as to current 
earnings and the trend of earnings. 

Following is, in part, the statement of 
the exchange’s committee on stock list, 
which was sent in the form of a letter 
dated March 23, 1936, to all corporations 
listed on the New York stock exchange: 


“The committee on stock list is as con- 
vineed as ever that, where circumstances per- 
mit it, stockholders should have an indication 
of the financial progress of their company at 
least quarterly, but, as the number of 
straight quarterly reports increases, it has 
become evident that there are certain draw- 
backs to this method of reporting. 

“Among these drawbacks are the follow- 
ing: 

(a) Earnings are often seasonal in na- 


ture, and the seasonal demand does not 
always fall in the same quarter; 
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(b) Earnings reports of many, if not of 
most, corporations must contain some con- 
siderable elements of estimate, and the 
shorter the period covered the more im- 
portant relatively become these elements; 

(c) Many corporations, in reviewing the 
business for a fiscal year, find it necessary 
to make some adjusting closing entries, 
These entries are usually entirely proper 


and are sometimes of considerable magni- © 


tude, but cannot be anticipated at the time 

of the issue of quarterly statements. 

“The growing tendency, in recent years, to 

relate price levels of securities to earnings 
has caused an over-emphasis to be placed 
sometimes by the public upon the informa- 
tion obtained from quarterly reports, with an 
apparent inclination to disregard the average 
of the earnings of several years past, to dis- 
regard even the earnings of the most recent 
fiscal year, and to base an appraisal of prob- 
able market values upon annual earnings, 
estimated by multiplying the most recently 
reported quarterly earnings by four, and then 
multiplying the result by whatever the par- 
ticular investor may think to be the proper 
price-earnings ratio to apply in a particular 
case. 
“In periods of increasing corporate earn- 
ings, this tends to over-emphasize the im- 
provement and may cause prices of securities 
to rise to improperly high levels and, in 
periods of declining corporate earnings, it 
tends to over-emphasize the decline and may 
thus cause the prices of securities to drop to 
figures which are unwarrantedly low. — 

“All of these objections to the publication 
of straight quarterly earnings statements are 
obviated or lessened by the publication at 
quarterly intervals of earnings for the pre- 
ceding twelve months, the third of the meth- 
ods alluded to above. 

“The committee is submitting its views on 
this subject for your consideration in the 
hope that if you agree with the conclusions 
reached, you will in the future publish for 
the benefit of stockholders twelve-months re- 
ports at quarterly intervals, instead of in- 
terim reports in any other form which you 
have used in the past.” 

Mr. Hurdman’s statement, which was 
widely quoted in the press, is, in part, as 
follows: 

“The recommendation of the committee on 
stock list of the exchange has been criticized 
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on the grounds that it would result in less 
information regarding the current progress 
of listed companies than is now available 
through publication of reports for each quar- 
ter. Critics have said that the exchange has 
exaggerated the tendency of the investor to 
estimate the annual earnings of the company 
by multiplying by four its published earnings 
for any one quarter. They characterize the 
new policy as a retrograde step not consistent 
with the tendency to give investors complete 
information regarding the operations of com- 
panies offering their securities to the public. 


“The contrary is true. Twelve-months 
earnings reports published quarterly are a 
more reliable means of reporting the current 
earnings of the corporation than reports for 
each quarter. In addition twelve-months re- 
ports make it possible, by comparison of any 
two consecutive reports to determine exactly 
the difference between earnings in the last 
quarter reported and in the corresponding 
quarter of the previous year. The difference 
between earnings in corresponding quarters 
of different years is a more reliable index of 
financial progress than the difference between 
earnings in consecutive quarters, which is 
often misleading because of the presence of 
variable factors. 


“In its recommendations to congress dur- 
ing consideration of the securities exchange 
bill and later to the securities and exchange 
commission the American Institue of Accoun- 
tants has pointed out that earnings reports 
on the basis of periods as short as three 
months are likely to be misleading to the 
investor and has recommended that, where 
quarterly reports are required, companies be 
given the option of preparing them on the 
basis of twelve-month periods. If the New 
York stock exchange can encourage wide 
adoption of the practice of reporting earn- 
ings on the basis of twelve-month periods 
the interests of investors will be well served. 


“The criticism that twelve-months reports 
do not reflect earnings for the current quar- 
ter could be met by publication of both types 
of reports, as is the case with most public 


| utilities. This would impose no additional 


burden on the companies reporting, and 
would provide investors not only with infor- 
mation as to current earnings but also with 
information necessary to gauge the trend of 
earnings. ” 
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STATE LEGISLATION 


A bill which would grant certified 
public accountant certificates without ex- 
amination to certain persons satisfying 
requirements only as to age, length of 
experience and satisfactory experience in 
tax matters is now before the legislature 
of South Carolina. 


This bill was introduced on March 
25th and referred to the house ways and 
means committee. On March 31st it was 
favorably reported by a majority of the 
committee. On April Ist a letter was 
addressed to J. W. Hunt, president of 
the South Carolina Association of Certi- 
fied Public Accountants, at his invita- 
tion, expressing the opinion of the Insti- 
tute’s committee on state legislation. 
The committee concluded that the bill is 
opposed to the public interest and would 
seriously impair the standards of the 
certified public accountant certificate in 
South Carolina. Following is the text of 
this letter: 


“The Institute’s committee on state legisla- 
tion has learned of the introduction in the 
South Carolina legislature of house bill 1994, 
which would amend the accountancy law of 
your state so as to grant certificates as certi- 
fied public accountants without examination 
to any person of 40 years who has had ten 
years experience in public accounting and 
can produce evidence that he is authorized 
to practice before the United States treasury 
department and has practiced in a satisfac- 
tory manner before the state tax commission. 

“There appears to be no valid reason why 
a special group of persons coming under an 
arbitrary definition of this kind should be 
granted the certified public accountant certifi- 
cate, which may be obtained by others only 
after they have satisfied preliminary require- 
ments laid down by the South Carolina legis- 
lature or the board of examiners of public 
accountants, and have passed a searching 
written examination in accounting, auditing 
and commercial law. Incidentally, the ex- 
amination adopted by South Carolina has 
likewise been adopted in thirty-five other 
states and territories as a uniform, standard 
examination for the certified public account- 
ant certificate. 


“The purpose of certified public account- 
ant laws in the several states is to afford a 
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means whereby the public may distinguish 
those accountants who have demonstrated, by 
satisfying requirements established by legally 
constituted authorities, their competence to 
undertake the various duties incident to the 
practice of public accounting. 

“In South Carolina no one is prevented 
from practising public accounting, but only 
those who have satisfied the requirements of 
the law may designate themselves as certified 
public accountants. 


“Tf the certified public accountant certifi- 
cate were issued to special groups without 
regard for these requirements, the certificate 
would become meaningless, and the public 
would be deprived of the protection which 
the legislature intended when the present 
certified public accountant law was enacted. 

“Passage of house bill 1994 would encour- 
age other special groups, not coming under 
the arbitrary definition of those who are to 
be specially privileged under the present bill, 
to petition the legislature for similar favors. 
The door would be open. 


“Passage of this bill would also lower 
respect for the certified public accountant 
certificate of South Carolina in other states, 
would impair the value of certificates ob- 
tained by examination in the past, and might 
interfere with reciprocity arrangements now 
in existence between South Carolina and 
other states. 

“This bill is unquestionably opposed to the 
public interest. The necessity for high stan- 
dards for the certified public accountant cer- 
tificate has never been greater than it is 
today. The requirements of the federal se- 
eurities act, the securities exchange act, the 
New York and other stock exchanges, cor- 
poration laws, clearing house associations 
and other bodies, providing for independent 
audits by professional accountants, make it 
imperative that the public be able to dis- 
tinguish those accountants who have proved 
to properly constituted authorities their qual- 
ifications to hold themselves out to the public 
as certified public accountants. 

“We hope that the efforts of the South 
Carolina Association of Certified Publie Ac- 
countants in opposition to this bill will be 
successful.” 

The South Carolina association has in- 
a, that it will oppose passage of the 
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NATURAL BUSINESS YEAR 


At a meeting on April 15th at New 
York the natural business year council 
reviewed its acomplishments since its or- 
ganization last November and discussed 
plan for future activities. 


Most of the activities reported at the 
meeting have been described currently in | 
the Bulletin of the Institute. Particular 
consideration was given to means by 
which the advantages of a natural busi- 
ness year might be brought to the atten- 
tion of attorneys who participate in the 
formation of new corporations. The fol- 
lowing general program of future activi- 
ties was approved by members of the 
council : 

1. The natural business year council should 
be preserved and, if possible, representatives 
of other national organizations should be 
added to its membership. 

2. The basic statement should be pre- 
served with such additions or changes as the 
council may deem advisable. 

3. Future efforts should be to encourage 
formation of subcouncils in the principal in- 
dustrial cities of the U. 8. 

4. The natural business year council should 
continue to serve as the guiding and codrdi- 
nating agency for the activities of these sub- 
councils and as the clearing house of infor- — 
mation. 

5. The natural business year council should 
continue its efforts to determine the natural 
business years of various industries or sub- 
divisions of industries with the end in view 
of making a comprehensive list of natural 
closing dates available for general informa- 
tion. 


“Announcement is made by the president 
of receipt of a copy of the minutes of the first 
meeting of the advisory council to the Ameri- 
ean Institute, held in Washington, D. C., 
January 6th. Organization of this group, com- 
posed of presidents of state societies, was ac- 
complished at this meeting, with W. L. Clark, 
of Oklahoma, named as chairman and Alfred 
N. Hilton, of Virginia, named as secretary. 
Twenty-eight states and Puerto Rico were 
represented at this first meeting. It is 8 
further step in the direction of uniting and 
solidifying our profession nationally.” 


Utah C.P. A. 


ae Sarre Foor as 
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ANNUAL MEETING, RHODE ISLAND 
SOCIETY 


The secretary of the Institute has ac- 
cepted an invitation to speak on matters 
of current interest at the annual meeting 
of the Rhode Island Society of Certified 
Public Accountants at Providence, April 
21st. 


REPORTS REQUIRED BY S. E. C. 
AT CHANGE OF FISCAL YEAR 


The securities and exchange commis- 
sion has issued as new rule, known as 
KA5, which prescribes reports to be filed 
when a corporation changes its fiscal 
year. 

When the period between the old and 
the new fiscal years is less than three 
months, no special report for the interim 
is required. When the period, however, 
is three months or more, the new rule 
requires a report for the interim which 
would be substantially the same in form 
as an annual report. If the interim ‘3 
less than six months, the financial state- 
ments in the special report need not be 
certified, provided the company under- 
takes to file certified statements for the 
interim with the next annual report. 

Following is the text of rule KA5, 
— became effective on March 14, 


“A. There shall be demed to be an interim 
period if either of the following conditions 
exists : 

(1) There is an interim period between 

(a) the fiseal period covered by the 
information contained in any applica- 
tion for registration ; and 

(b) the fiseal period covered by the 
information required to be furnished by 
the registrant in the annual report re- 
quired to be filed pursuant to rule KA1. 


(2) The registrant shall change its fiscal 
year after the close of its first fiscal year 
ending on or after December 31, 1935. 


“B. If any registrant has heretofore 
changed its fiscal year since the filing of its 
most recent application for registration of 
securities, it shall, as promptly as possible 
after the adoption of this rule, notify the 
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commission of such change. Hereafter if any 
registrant shall change its fiscal year, it shall, 
within ten days thereafter, notify the com- 
mission of such change. 


“C. For each interim period of three 
months or more, a separate report shall be 
filed. Such report shall comply with the 
following requirements: 


(1) The interim report shall be filed not 
more than 120 days after the latest of the 
following dates: (a) December 31, 1935; 
(b) the close of the interim period covered 
by such report; (c) if the determination te 
change the fiscal year is made after the 
lapse of what will be the interim period, 
the date of such determination. 


(2) The interim report shall be in the 
form of the annual report appropriate for 
such issuer, but with such changes as may 
be necessary because it covers a fiscal 
period other than a full fiscal year. It 
shall state clearly, on its face, the period 
covered thereby. 


(3) If such interim period is less than 
six months, the following additional rules 
shall also apply: 


(a) The financial statements need not 
be certified. 

(b) If the financial statements are not 
certified, the registrant shall file with its 
next annual report certified financial 
statements covering the interim period. 


“—. For each interim period of less than 
three months, no separate report need be 
filed. In such case, however, the following 
requirements shall be met: 


(1) The next annual report of the regis- 
trant shall cover the period from the be- 
ginning of the interim period to the close 
of the following full fiscal year. 


(2) The balance-sheets required to be 
furnished shall be as of the close of the fuli 
fiscal year. However, separate balance- 
sheet schedules shall be furnished (a) for 
the interim fiseal period; and (b) for the 
full fiseal year. Balance-sheets as of the 
close of the interim period need not be 
furnished. 

(3) Separate profit-and-loss statements 
shall be furnished (a) for the interim fiscal 
period; and (b) for the full fiscal year 


Bulletin of American Institute of Accountants 


The securities and exchange commis- 
sion on March 25th promulgated rule 
JB-9 under the securities exchange act, 
extending the date for filing certified 
financial statements by corporations reg- 
istering securities under certain condi- 
tions. Following is the text of the rule: 

“Tn all cases in which an application for 
registration of securities pursuant to sections 
12(b), (¢), and (d) of the act contains an 
agreement that registration pursuant to such 
application should expire on the 90th day 
(or at the end of such longer period as the 
commission might by order prescribe) after 
the close of the registrant’s fiscal year ending 
on or after December 31, 1935, unless prior 
to such date the registrant should have filed 
certified financial statements for such year, 
the time for filing such certified financial 
statements is hereby extended to the date on 
or prior to which the registrant is required to 
file financial statements for such year in a 
periodic report under section 13, as such date 
is determined by applicable rules or by the 
registrant’s application for extension of time 
pursuant to such rules.” 


ACTIVITIES OF LOCAL SOCIETIES 


TELEPHONE LISTINGS 


The Los Angeles chapter of the Cali- 
fornia State Society of Certified Public 
Accountants has again taken the respon- 
sibility for securing the listings for the 
classified section to be headed ‘‘certified 
publie accountants’’ in the Los Angeles 
telephone directory, which will shortly 
be published. The secretary of the chap- 
ter has sent to all members a form on 
which they are requested to enter their 
names as they should appear in the di- 
rectory. 


EFFrect or TAXES ON BUSINESS 


A study of taxes applicable to busi- 
ness in New York and their effect on 
business operations has been authorized 
by the board of directors of the New 
York State Society of Certified Public 
Accountants, it was reported to the so- 
ciety at its meeting on March 23rd. A 
committee will be appointed to supervise 
the study and the board has authorized 
the expenditure of a sum not to exceed 
$5,000 for the purpose. 
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MEETINGS AND ELECTIONS 
Massachusetts Society of Certified Public 
Accountants 
March 30, 1936. 

Place: Boston. 

Speaker: M. Joseph M’Cartin, executive sec- 
retary of the Massachusetts unemploy- 
ment compensation commission, “The 
Massachusetts unemployment compensa- 
tion act.” 

New Jersey Society of Certified Public 

Accountants 

Date: March 31, 1936. 

Place: Paterson. 

Speakers: Percival E. Jackson, New York 
attorney, “Section 77 (b) of the nation- 
al bankruptcy act.” 

Joseph Wolber, Passaic county circuit 

court judge. 

John V. Hinchliffe, mayor of Paterson. 
New York State Society of Certified Public 
Accountants 
Date: March 23, 1936. 

Place: New York. 

Subject: “Examination of financial state- 
ments by independent public account- 
ants.” 

Speakers: Announced elsewhere in_ this 
Bulletin. 

Elected: As members of nominating commit- 
tee: Homer S. Pace, G. Charles Hurd- 
man, William H. Bell, Myron Finke, 
Walter Dean, Andrew Stewart and Eric 
A. Camman. (It was announced that 
Paul K. Knight and Rodney F. Starkey 
had already been elected members of the 
nominating committee from the board of 
directors. ) 

Puerto Rico Institute of Accountants 

Date: February 23, 1936, annual meeting. 

Place: San Juan. 

Elections: President—William A Waymouth. 
Vice-president—R. Sanchez Oviiz. 
Secretary—J. C. Villariny. 
Treasurer—Santos G. Ramirez. 
Directors—J. C. Rosario. 

Eugenio D. Delgado. 
Juan A. Faria. 

Texas Society of Certified Public Account- 

ants (Houston chapter) 

Date: April 1, 1936. 

Place: Houston. 

Speaker: Robert F. Ford, banker, “Problems 
of mutual interest to bankers and ac- 
countants.” 


| 
| 
| 
| 
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ACCOUNTANCY AND THE PRESS 


Following are brief excerpts from art- 
icles mentioning the American Institute 
of Accountants, which have appeared in 
the public press during recent weeks: 


The New York stock exchange, National 
Association of Credit Men, Robert Morris 
Associates, treasury department, securities 
and exchange commission and federal trade 
commission have stated to the American In- 
stitute of Accountants their interest in high 
standards for accountancy. Many of the let- 
ters strongly deprecate the tendency which 
has been evident in several states in recent 
years to lower statutory requirements under 
which the C. P. A. certificate may be obtained. 


The Tribune, Salt Lake City. 


The argument goes on apace as to whether 
it is more valuable for investors to receive 
quarterly reports by quarters or for 12- 
month periods. The stock exchange (New 
York) recently recommended the latter meth- 
od because, its letters pointed out, investors 
are prone to multiply a single quarterly re- 
sult by four and thus calculate the year’s re- 
sult. Now Frederick H. Hurdman, chairman 
of the American Institute of Accountants 
special committee on codperation with stock 
exchanges has a solution. “The criticism that 
12-months reports do not reflect earnings for 
the current quarter,” he said in a prepared 
statement on the subject, “could be met by 
publication of both types of reports, as is the 
ease with most of the public utilities. This 
would impose no additional burden on the 
companies reporting, and would provide in- 
vestors not only with information as to cur- 
rent earnings but also with information nec- 
essary to gauge the trend of earnings.” 


The Herald, Dayton. 


The District of Columbia Institute of Cer- 
tified Public Accountants and local members 
of the American Institute of Accountants 
have received from the Institute, national or- 
ganization, a bulletin setting forth the guid- 
ing principles and approved methods which 
should prevail in public accounting practice. 


The Star, Washington, D. C. 
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Insistence on the maintenance of high 
standards for the certificate of certified pub- 
lic accountant and on the public necessity for 
good accounting practice has been expressed 
by publie bodies and organizations interested 
in finance, credit and banking, it is reported 
in an announcement sent by the American 
Institute of Accountants to Earl A. Waldo, 
president of the Minnesota Society of Certi- 
fied Public Accountants. 


The Journal, Minneapolis. 


While the leading stock exchanges have 
made commendable progress in their efforts 
to get fuller financial reports from listed cor- 
porations prior to the securities act and the 
S. E. C., the federal requirements have unde- 
niably stimulated this movement toward more 
detailed corporate reports both in the case 
of listed and unlisted securities. 

In this connection, the American Institute 
of Accountants, which has just published a 
bulletin on “Examination of Financial State- 
ments,” states: “Developments of accounting 
practice during recent years have been in the 
direction of increased emphasis on account- 
ing principles and consistency in their appli- 
eation.” 

The Times, Los Angeles. 


The recommendation of the stock list com- 
mittee of the New York stock exchange that 
quarterly earnings reports of listed com- 
panies be prepared in the basis of twelve- 
month periods yesterday won the praise of 
Frederick H. Hurdman, chairman of the 
special committee of codperation with stock 
exchanges of the American Institute of Ac- 
countants. 

The Times, New York. 


Plans for the annual meeting of the Indi- 
ana Association of Certified Public Account- 
ants were discussed Saturday at a meeting in 
Indianapolis attended by J. R. Wharton, of 
South Bend. The meeting will be held May 9 
in Indianapolis with Colonel Robert H. 
Montgomery, of New York, president of the 
American Institute of Accountants, as prin- 
cipal speaker. 

The Tribune, South Bend 
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ANNOUNCEMENTS 


Boyce, Hughes & Farrell, formerly at 110 
William street, New York, announce the re- 
moval of their offices to 70 Pine street. 


Clem W. Collins announces the formation, 
with Roy A. Turner, of the partnership of 
Clem W. Collins & Co., University building, 
Denver. 


Touche, Niven & Co., of New York, an- 
nounce the appointment of George J. Leh- 
man as resident partner on the Pacific coast 
with offices in the A. G. Bartlett building, 
215 West Seventh street, Los Angeles. 


Will A. Clader, of Philadelphia, addressed 
members of the Controllers Institute of Am- 
erica at a meeting held at Philadelphia on 
March 23rd on the subject, “Federal taxes.” 


Robert M. Gane and A. DeWitt Alexander, 
of San Francisco, spoke on “Accounting and 
business management” at a recent meeting 
sponsored by the alumni bureau of occupa- 
tions of the University of California. 


J. Hugh Jackson, of the graduate school 
of business, Stanford University, recently 
discussed “Business in retrospect and pros- 
pect” from radio station KGO. 


Samuel D. Leidesdorf, of New York, has 
been re-elected president of the Federation 
for the Support of Jewish Charities in New 
York. 


Eustace LeMaster, of Spokane, has been 
elected president of the Spokane chamber of 
commerce. 


O. R. Martin, of Lincoln, Nebraska, made 
an address at the annual convention of the 
Nebraska chapter of the Associated General 
Contractors held recently at Omaha, on 
“Financial aspects of the social security act.” 
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Karl K. Morris, of Cleveland, has been ap- 
pointed clerk-treasurer of the Cleveland 
board of education. 


Charles F. Rittenhouse, of Boston, is the 
author of an article entitled “Social security 
—a primer for employers and employees” 
which was published in a recent issue of the 
Boston Transcript. 


Charles S. Rockey, of Philadelphia, has 
recently spoken on “Social security legisla- 
tion” at meetings of the Optimist club of 
Philadelphia, the Lions club of Germantown 
and the Rotary club of Perkasie. 


Frank G. Short of San Francisco, spoke 
on the “Social security act” at the Golden 
Gate conference of bank auditors and comp- 
trollers, held on February 19th. 


Otto A. Shults, of Rochester, addressed 
recent meets of the New York State Nursery- 
men’s Association, at Rochester, and the 
Rochester Optimist club on “Social security 
legislation.” 


Herbert M. Temple, of St. Paul, spoke on 
“Auditing and its responsibilities” at a meet- 
ing of the Twin City chapter of the National 
Association of Bank Auditors and Comp- 
trollers. 


Clarence L. Turner, of Philadelphia, ad- 
dressed members of the Executive Advance- 
ment Club at a meeting on March 9th on 
“The natural business year.” 

On March 18th Mr. Turner spoke at a 
meeting of the Reading Kiwanis Club on 
“State of Pennsylvania personal property 
taxes.” 


J. R. Wharton, of South Bend, addressed 
members of the South Bend Association of 
Credit Men on “The natural business year” 
at a meeting on March 26th. 


